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AGRICULTURAL SECTOR PROJECTIONS THROUGH 1982 


The November 1977 Baseline is an update of the agricultural sector 
projections contained in the July 1977 Baseline. Modifications result 
primarily from the following factors: (1) this data set has been developed 
using production control guidelines and includes set-aside; (2) crop 
estimates are based on the November 10 release of Crop Production (SRS) and 
the November 11 issue of Agricultural Supply and Demand Estimates (ERS); 
and (3) target prices and loan levels have been developed as prescribed in 
the Food and Agriculture Act of 1977, signed into law September 29, 1977. 


The purpose of this document is to provide researchers a consistant set 
of interrelated projections for the crop, livestock, and farm income 
sectors. More recent estimamtes of crop supplies and disposition for the 
coming marketing year appear in the latest of Agricultural Supply and 
Demand Estimates. Although these projections reflect neither the most 
recent nor the most likely forecast of events through 1981/82, they do 
indicate the directions expected if the assumptions specified in the 
following pages and in tables 1, 2, 3, and 4 materialize. 


Table 1 projects general economy and crop yield variables. The former 
are proffered by the National Economics Analysis Division (NEAD) and 
reflect output from the Wharton Econometric Model. Yield estimates have 
been computed by analysts in the Commodity Economics Division (CED) 
according to Yield Committee guidelines. Price and income support 


projections appear in tables 2 and 3; national program acreages, in table 
4, 


mmodi Pr 


Crop export projections were developed in the Foreign Demand and 
Competition Division (FDCD) of ERS and have been supplied by Dewain Rahe. 
_ Analysts in CED provided the crop and livestock data, which were translated 
into price indexes and farm income estimates by researchers in NEAD. 
Specific sources for the data are listed below each table. 


These estimates were generated using the best professional judgment of 
commodity individuals, including quarterly model input as well as annual 
estimates from econometric models maintained by the Forecast Support Group 
and the Agricultural Policy Analysis Program Area. The tables reflect this 
interaction. Names and commodity areas at the bottom of each table reflect 
contact people with a commodity-specific responsibility. Final 
responsibility for numbers generated lies with the Program Area Leaders, 
who have reviewed and approved their portion of the contents. 


Summary 


Table 5 and figures 1, 2, and 3 contain equilibrium results projected 
to 1982 for key variables at the farm level. Given the selected set-aside 
provisions, feed-grain and wheat stock levels would peak in 1978 with 





prices moving up slowly as stocks decline. Beef production declines from 


1976 through 1980, with prices strengthening through 1982. Pork production 


ae eerie tls and remains high with prices in the low to mid-thirties for 


Wheat and feed grain planting declines in 1978 and 1979 due to set- 
aside. Elimination of most of the feed grain set-aside after 1979 reverts 
feed grain area to 1977 levels, while continuation of substantial wheat 
set-aside restricts its area to more modest growth through 1982. Soybean 
and cotton plantings remain relatively constant. 


Continuation of recent favorable production patterns assumed in both 
domestic and foreign markets implies only slight increases in exports after 


1978, thus requiring continued production controls to halt the expansion of 
massive wheat stocks. 


Government payments for other agricultural programs (excluding 
deficiency and set-aside payments for feed grains, wheat, and cotton) are 
outlined in table 23; gross and net farm income plus consumer food 
expenditure estimates appear in table 24. Although the scenario projects 
growth in livestock cash receipts, decreased crop receipts starting in 1978 
combine with rising production costs to depress net farm income for the 5- 
year period to figures approaching 1972 levels. 


CECIL W. DAVISON DEWAIN H. RAHE 


CED Coordinator FDCD Outlook Coordinator 
ABNER WOMACK DAVID DYER 


CED Coordinator NEAD Outlook Coordinator 
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ASSUMPTIONS 


Basic guidelines for developing the November 1977 Baseline were those 
prepared and used in ASCS for formulating budget estimates, and conform to 
provisions of the Food and Agriculture Act of 1977. Assumptions pertaining 
to crops included in the November 1977 Baseline follow. 


Feed Grains and Wheat 
erwi tat 
Loan Rates and Target Levels: 


a. The 1977 wheat target price will be $2.90 per bushel, and the 1977 
corn target, $2.00 per bushel. For 1977 sorghum and barley target 
prices will be based on costs of production. The 1978 wheat target 
price will be $3.00 if 1978 wheat production surpasses 1.8 billion 
bushels, and $3.05 if production remains at or falls below 1.8 
billion bushels. The 1978 corn target price will be $2.10, sorghum 
target, $2.22 per bushel, and barley target, $2.26 per bushel. 


b. Target levels for wheat and feed grains for 1979-82 will escalate 
from the 1978 levels ($3.00 for wheat) based on the change in the 
two-year moving average of variable, machinery ownership, and 
general farm overhead costs. 


ec. For the 1977 crop the corn loan rate will be $2.00, the wheat loan 
rate, $2.25. 


d. Other feed grain loan rates will be established on a feeding value 
relationship to corn. (1977 rates as announced 8/29/77.) 


Allocation Factor. Defined as the national program acreage divided by 
the total harvested area, the 1977 Act limits this factor to a minimum of 
80 percent and maximum of 100 percent for wheat and feed grains. 


National Program Acreage. This is computed by dividing projected 
domestic use plus exports (less imports) and the desired stock adjustment 
by the national program yield for each crop. 


= . When the producer=held grain 
reserve is in effect, CCC cannot sell stocks for less than 150 percent of 
the current loan rate for unrestricted domestic use. (Minimum sales price 
when the reserve program is not in effect is 115 percent of the current 
loan. ) 


Grain Reserves. Assuming a wheat reserve of 9 million metric tons 
(farmer-held) , the release price is 140 percent of loan level. CCC would 
protect farmers' prices up to 175 percent of the loan, with unrestricted 
sales at 180 percent. 
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Producer Storage Payments. Assume 25 cents per bushel, except for oats 
which would bring 19 cents. 


Set-Aside Program: 


a. This program would be implemented when carryover stocks for the 
upcoming year are expected to be "excessive," i.e. when U.S. wheat 
stocks surpass 7.5 percent of world consumption and feed grain 
Stocks exceed it by 5.7 percent. Assume a 20 percent wheat, a 10 


percent corn, a 10 percent sorghum, and a 10 percent barley set- 
aside for 1978 crops. 


b. A "normal crop acreage" would be established for each farm when a 
set-aside program is in effect. Crops included in the "normal crop 
acreage" are wheat, corn, sorghum, barley, oats, soybeans, rye, 


upland cotton, rice, flax, sugarbeets, sugarcane, dry edible beans, 
and sunflowers. 


e. Set-aside would be based on current year's plantings for harvest. 


d. A producer's plantings plus set-aside could not exceed his normal 
crop acreage. 


e. Producers must comply with announced set-aside provisions for 
wheat, feed grains, cotton, and rice to be eligible for loans and 
payments on these commodities, including disaster payments. 
Producers with interests in more than one farm must comply with 
set-aside provisions on all farms to be eligible for program 
benefits. 


Loan Rates. Loan rates for wheat and corn willbe a minimum of $2.35 
and $2.00 per bushel, respectively, for the 1978-82 crops unless adjusted 
downward, depending on the relationship of the market price to the loan 
rate. (If the season average price is within 105 percent of the loan rate, 
the following year's loan rate could be dropped by as much as 10 percent, 
with a minimum loan level of $2.00 for wheat and $1.75 for corn.) 
Recommended levels for 1978 wheat and corn loan rates will be a minimum of 
$2.25 and $2.00 respectively. 


Oats Designation. Assume oats are not included in the feed grain 
program. 


Vv bli beginnin f 1978/ marketin ear): 


a. Wheat. 6 million metric tons (International Emergency Food 
: Reserve) are to be accumulated. : 


b. Feed Grains. 14 million metric tons (farmer-held if possible), 
plus 3 million metric tons (CCC inventory) will be stockpiled for a 
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maximum amount of 17 million metric tons. For the farmer-held 
part, the minimum release price is 125 percent of the loan level. 
Loans can be called when the price reaches 140 percent of the loan 


level. When market prices attain 150 percent of the loan level, 
unrestricted CCC sales would begin. 


ec. Rice. 1 million metric tons (milled equivalent) will be acquired 
with purchases to attain the established level, if warranted. 


d. Any wheat, feed grains, or rice turned over to CCC when loans 
mature will be a part of the reserves. 


U d on 


ndator unless otherwise stated 


Target Price. Beginning in 1979 the target price is escalated from the 
previous year based on the increase in two-year moving average of variable, 
machinery ownership, and general farm overhead costs. The minimum target 
price is 52 cents for 1978 and 51 cents for 1979-81. 


Loan Rate. This is calculated as the smaller of (a) 85 percent of the 
previous 4-year average spot market price for SLM 1-1/16 inch cotton, or 
(b) 90 percent of the adjusted Cotton Outlook "A" Index average for the 
first two full weeks of October. 


Loan Period. As specified in the Act this will be 10 months with 
producers having the option of an 8 month extension anytime the spot market 
price for SLM 1-1/16 inch cotton in the previous month falls below 130 
percent of such average for the previous 36 months. 


National Program Acreage and Allocation Factor. The national program 
acreage will be that required to meet projected needs, but not less than 10 
million acres. The allocation factor, calculated by dividing the national 
program acreage by the harvested acres, has no minimum, but is not 
applicable to farms that voluntarily reduce acreage in accordance with the 
Secretary's specification. 


Farm Payment Yields. These are calculated as a moving 3-year average 
with adjustments for abnormal conditions. 


Discretionar unless otherwi stated 


Set-Aside Program. Set-aside will be implemented in 1979 and 
subsequent crop years if carryover stocks attain or exceed 5 million bales. 
Set-aside is to be based on current planings (not to exceed 28 percent) and 
implemented with normal crop acreage (mandatory). For 1978, assume no set- 
aside for cotton. 


Limit on Plantings. The Secretary may limit planting, but this type of 
restriction is not assumed. 
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Sales Policy. Assume a minimum CCC sales price of 125 percent of the 
loan rate (cannot be less than 115 percent of loan rate). 


Soybeans 
Mandatory 
Program. The soybean loan program is mandatory for 1978-1981 crops. 
retionar 


Soybean Loan Rate. The loan rate is discretionary, and for 1978 is 
$4.00 per bushel. For 1979-1982 the loan rate is projected at a level that 
maintains an adequate soybean supply (carryover of 130-150 mil. bu.) 


Rice 
° wi d 


Target Price and Loan Rates. The 1978 target price will reflect the 
1977 target price with adjustments for change in the two-year moving 
average of variable, machinery, and overhead costs. The 1978 target price 
is projected at $8. 42 per cwt. Subsequent crop years escalate in like 
manner. 


The crop year loan rate bears the same ratio to the prior crop year 
loan rate as the crop year target price bears to the prior crop year target 
price. The 1978 crop loan rate is projected to be $6.32 per cwt. If 
needed to encourage exports, the loan rate may be reduced in aby year to 
$6.31 per cwt. 


Deficiency Payments. These are based on eligible production (allotment 
acreage planted to rice times farm yield). 


Di 7 (Bn) ene eet 


Set-Aside Program. Implemented when carryover stocks for the upcoming 
year are deemed "excessive" (25 million cwt. of free stocks), set-aside of 
up to 30 percent of the national acreage allotment of 1.8 million acres can 
be required with a reduction of crop planting in the "normal crop base." 
Those crops included in the "normal crop base" are wheat, corn, sorghum, 
barley, oats, soybeans, rye, cotton, rice, flax, sugarbeets, dry edible 
beans, sunflowers, and sugar cane. 


Reserve Program. The farmer-held reserve program will remain in 
effect. 
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Sales Policy. The legal minimum sales price is 105 percent of the 
current loan rate plus reasonable carrying charges. Assume a sales price 
established at 155 percent of the loan rate or $9.60 per cwt. 


Dairy Program 


d r i therwise ed 


Support Level. The minimum level of support is increased to 80 percent 


of parity through March 31, 1979, with semi-annual adjustments based on the 
percentage change in the parity index through March 31, 1981. 


Marketing Year Basis. Estimates are to be based on an October 1- 
September 30 marketing year at a $9.00 per hundredweight level of support 
(discretionary). April 1 will be the midyear point in an October-September 
marketing year, the time for semi-annual adjustments. 


Discretionar unless otherwise stated 


mt Vv £ r 17219 


a. On October 1, 1979, (after the minimum level of support reverts to 
75 percent of parity), use the support at the minimum level or the 
Support announced the previous April 1, whichever is higher. After 
March. 31, 1981, mid-year adjustments in the support price will no 
longer be required. 


b. Continue the current support relationships among butter, cheese, 
and non-fat dry milk. 


ccc Sales Policy. Continue the policy of offering CCC-owned dairy 
products for sale for unrestricted use at 10 percent over CCC's current 
purchase price. Assume 50 million pounds of out-of-condition non-fat dry 
milk will be sold at 6 cents below acquisition price in 1978. 


Disaster Payments 
Mandatory (unless otherwise stated) 
General: 


a. Disaster provisions apply for only 1978 and 1979 crops under the 
Food and Agriculture Act of 1977. 


b. Area planted for harvest will be used for determining low yield 
payments. 


e. Substitution is eliminated; for each crop of corn, sorghum, wheat, 
barley, and cotton (and oats if designated by the Secretary) low 





yield payments will be determined without regard to production of 
one of the other crops. 


era 


a. Feed grains and wheat are limited to production deficiency below 60 
percent. 


b. Cotton and rice are restricted to deficiency in production below 75 
percent. 


c. Prevented planting coverage for all the commodities is limited to 
75 percent, except rice which is confined to allotment acreage. 


Low Yield Payment Rates: 


a. For feed grains and wheat the rate is 50 percent of the target 
price for the respective crop. 


b. Cotton and rice rates are one-third of the target price. 


Prevented Planting Payment Rates. The rate for all the commodities is 
one-third of the respective commodity target price. 


Di i r le fe) wi 


Payment Yields. Established farm yields for cotton, feed grains, and 
wheat will be reestablished to more nearly reflect actual production. 
County yields will be based on actual production with limited adjustments 
because of abnormal years. County committees with the assistance of 
community committees will reassess productivity indexes among farms. 
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Table 4--U.S. crop allotments and projected program acreage, 1974-82 


: : : Projections 
File: : ; : : : 
Crop pied Teel one 19700 2 1977 3: 1978): 1979 ~: 1980 = 1981 |: 1982 


. ° . : . . . . . 
Sn nn nn 
e e 


---Million acres--- 
Corn Page 55 6069) 60/9) 60.9 Sis Vary? = SBP Bae GRE 
Grain Sorghum :243: 20 16.4 16.4 16.4 fei ey = SEEPS i ne. 


Barley aeelae Siew seit 7a S117 Tea) 641, 730. Meeks pe. ot 
Feed grain : 31: 89 89 89 SOMMER ge wees 6 = 94 QMN95) 79) @O7"G 
Wheat 63 :55.0 53.5 61.6 62.2 54.7 50.0 54.1 56.6 56.4 
Cotton [100 : ul Lie OSORMeES CR ORS = 1102) 1102, elie Wed 


Rice x BOS if 1.8 1.8 1.8 iif 1.8 1.8 1.8 


_ Wheat and feed grain national program acreage, 1978-82, set at 80% of harvested acres. 


Provided by Cecil Davison, Agricultural Policy Analysis, December, 1977. 
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Table 22--Livestock feed projections, needed from Grains and Feeds Program Area 


: High protein concen- 


> trates and ee ie : Harvested roughages 
: product feeds + : (hay equivalent) 2/ 
---Million tons--- 

1974 ; 34.3 208.22 

ARS ES) SPs 212.49 

1976 On, 207.4 

1977 : 34.7 204.3 

1978 SO 204.0 

1979 38.0 206.0 

1980 : 3970 208.0 

1981 40.0 210.0 

1982 40.5 PaaS) 

Update file number 193 255 


1/ Total of high protein feeds and other byproduct feeds fed to all livestock, 
Livestock-Feed Relationships, 1974 Supplement to S.B. No. 530, October 1975, 
Table 90, page 95. 


2/ Total of hay and other harvested forage (excluding pasture) fed to all live- 
stock, converted to hay equivalent by dividing by .4l, ibid., table 91, page 98. 


Provided by Jim Naive, CED, January 25, 1978. 
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Table 23--Projections made by Agricultural Policy Analysis Program Area 











Se eis ee meVariablesproduction costsly —._: Rice. 
Year ‘Feed grain ‘Wheat : Soybeans ‘Cotton AN hay deficiency payments</ 
1974 : 56.14 GL SA GEG Seon 0 
| 1975 : 67.38 Ou mes 1820s 149 SQN ig Ae 0 
i976 : 69.66 Feo. ie “Sein Sere 0 
1977 > 70.20 37.47 46.28 160.34 18.08 128 
1978 > TELE 82 Slee dae 167.83. tals 0 
: 1979 : 77.61 40.86 47.04 178.07 19.99 57 
| 1980 : 92.35 43.35 49.92 188.93 21.21 125 
1981 : iieh 46.00 52.96 200.45 22.50 90 
1982 > 92.70 Mie SEG) a Py ie 
File no. SS ee 


: 
l/ Provided by Herb Brown, CED. 


2/ Provided by Cecil Davison, CED. Payments shown are on a calendar year basis; e.g., the 
$128 million paid in 1977 was earned on the 1976 crop. 


3/ Rice deficiency payments are added exogenously to the projection of other (non-mode1) 
‘government payments (from David Kincannon) and the total is entered in update file 
‘Mo. 219. 
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